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ANNUAL REPORT 


The front cover picture looks like a great mound of grain but is actually the top of one of the two storage 


piles of pulpwood chips supplying our kraft pulp mill. The chips are like those shown above; the two 
hands contain 128 of them, each about one-eighth of an inch thick. Such chips are cut from eight-foot 
logs like those in the picture on page 15 and are treated by a chemical process to make kraft pulp. The 
chips reach the piles from the woodroom mentioned on page 15 by a blower system. The piles are side 
by side on an asphalt base 910 feet long and 332 feet wide. Each pile has a maximum capacity of 40,000 
cords and, at this maximum, is about 67 feet high which means a content of astronomical billions of chips. 
Between the two piles is the circular green structure shown in the cover picture. This is the chip silo, a 
steel tank of 40 feet inside diameter and 100 feet high from the asphalt base. Its function is to gather 
chips from the piles pneumatically and convey them by blowers to a huge chemical digester 400 feet away 
where the process of making kraft pulp begins. Behind the silo in the cover picture is our 300-foot boiler 
stack. In the foreground a 16-ton caterpillar tractor is levelling the pile. The chip storage piles, the chip 
silo and the 300-foot stack can be located on a diagram of our mill site property on the inside back cover 
of this report. They all adjoin our kraft pulp mill. 


Five Highlights of °67 


With the first full year’s operation of our kraft pulp mill our total 
kraft pulp shipments in 1967 were 118,678 tons versus 1966 shipments 


of 81,463 tons, an increase of 45.7 percent. 


ED 


Despite a small decrease in newsprint shipments due to a strike in 
Detroit (referred to later) our total shipments to customers in 1967 
were at a new high of 493,463 tons_and our total dollar sales of 


_$74.3 million (including U.S. exchange) reached another new high, 


an increase of 8.9 percent over 1966. 


In spite of these record sales our 1967 operating profit was $17.5 _ 


million, 2.1 percent less than 1966, while our net profit in 1967 of $4.2 


million was down 23.1 percent from 1966 largely due to increased ~ 


depreciation and interest charges totalling $2.1 million, an increase of 


29 percent over 1966. 


__—_— 
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Other factors restricting our 1967 earnings were a total tax burden of 


$1.81 a share, comprising income taxes and provincial and municipal 
charges, as compared with a net profit of $1.17 per share and pro- 
- gressive wage rate increases resulting from labor union agreements 


and increases in material costs. 


In 1967 we paid off $4.3 million of long term debt, spent $3.7 million 
on additions to our fixed assets and improved our working capital by 


$2.1 million or 33.6 percent. 
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Dollars in this report are Canadian unless 
otherwise identified. Amounts per share are 
based on the total shares issued up to the 
end of 1967 as reported herein. 


NEWSPRINT SERVICES 


Lake Superior Newsprint Co., Chicago, 
servicing of newsprint paper contracts: 
BRUCE FALLOwS, president; W. D. Frost, 
vice-president. 


SALE OF PULP 


Lake Superior Pulp & Paper Inc., Chicago 
and New York, sale of kraft and sulphite: 
BRUCE FALLOwS, president; R. L. NAsu, 
vice-president. 


AGENTS AND REGISTRAR 


Our transfer agents are The Royal Trust 
Company, Toronto, Montreal, Calgary and 
Regina, and the Bank of Montreal Trust 
Company in New York. Our registrar is 
The Canada Trust Company, Toronto, 
Montreal, Calgary and Regina. 


BOARD OF DIRECTORS 


C. J. CARTER ; Fort William 


vice-president, Great Takes Poser Como, 


Ross CLARKSON . : : Montreal 
honorary chairman, Royal Trust Comsany 
*WILBUR C. COCHRANE . ‘ Toronto 


chairman, Cochrane- Dunlop Hardware ae 


R. A. DUNN 


executive vice-president, Great Lakes Paper Comeany 


Fort William 


*C. J. WARWICK Fox 
president, Great Lakes Paper Cnom 


Fort William 


*PeRcY M. Fox Montreal 


chairman of the board, Great take Taree Company 


C. J. JEFFERY Z : : 3 é : Fort William 


vice-president, Great lates Paper Company 


Hon. RAY LAWSON 
chairman, Lawson & Jones Liniied 


Oakville, Ontario 


L. S. MACKERSY ‘ Toronto 
vice-president and director, Nore Sines Life Uanrince Company 

C. BLAKE MCDOWELL . : 5 : ‘ 5 Akron, Ohio 
secretary, Knight Newspapers Inc. 

*R. G. MEECH, Q.C. : ; ; é 3 é . Toronto 
vice-president, Loblaw Groceterias Co. La 

*M. C. G. MEIGHEN : : , Toronto 
president, Canadian General acs Ltd. 

K. A. MINERS : 4 4 3 i 5 : Fort William 


vice-president, Great Lakes Paper Company 


B. H. Ripper, JR. 


A St. Paul, Minnesota 
vice-president and secretary, arrieeen Publicaliins ine 


Murray D. SEELEY Fort William 


vice-president, Great Lakes Pape Coney 


CARL P, SLANE 
chairman, Peoria Journal Star 


Peoria, Illinois 


Russ STEWART Chicago 
vice-president, Field Enieorines ee P abiishers of Es or Times 
and Chicago Daily News 

JULES R. TIMMINS . ‘ d ¢ : 5 : Montreal 


senior partner, J. R. Timmins & Co. 


* Members of the Executive Committee. 


Years denote beginning of connection with the company. 


MANAGEMENT 


Percy M. Fox, chairman of the board 

C. J. WARWICK FOx, president & general manager . i 
R. A. DUNN, executive vice-president 

K. A. MINERS, vice-president, finance 2 - 

C. J. JEFFERY, vice-president, manufacturing 5 

Murray D. SEELEY, vice-president, woodlands . 

C. J. CARTER, vice-president, engineering . . 

C. R. CADDO, secretary. 6 E 

C. R. BOWLES, treasurer & comptroller 

D. D. Morrow, assistant treasurer. 


J. K. MARTIN, assistant secretary. A F 3 F 
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THE GREAT LAKES PAPER COMPANY, LIMITED 
Po AN NWA REBRORT FROM THE DIRECTORS 


Directors listed on opposite page 


To the Shareholders 


WE MADE GAINS in 1967 despite the fact that our net profit was down 23.1 
percent. The first full year of kraft pulp production was mainly responsible 
for a new high in total shipments. Our newsprint shipments rnaintained a 
good level during 1967 but dropped off at the end of the year due to a strike in 
Detroit affecting the two largest newsprint users in that city. This resulted in 
a slight decrease in our 1967 newsprint shipments from the previous year. In 
other gains we reached a new high in total dollar sales in 1967. We also paid 
off $4.3 million of long term debt. 


OUR EARNINGS in 1967 were still affected by the increased charges result- 
ing from our major expansion of 1965-66. The situation will improve with the 
growth in revenues derived from our expansion and the continuing reduction 
in debt and resulting interest, as well as depreciation charges. This growth 
pattern of reduced earnings on completion of an expansion program followed 
by a rise in our profit has occurred in the past as shown on pages 22-23 of this 


report. We look forward to continuing growth in the future. 


DEPRECIATION and tax deferment continue to be significant items in our 
financial operation. We have attempted to present a comprehensive explan- 
ation of this rather complex matter on page 9. If additional information is 


required, we shall be glad to provide further details. 


RELATIVE COMPARISONS of Canadian, U.S. and world pulp and paper 
statistics are shown on page 14. Following our experiment last year with a 
separate industry statistic sheet, we have returned to our former practice this 


year of including industry information as part of the bound report. 


On behalf of the directors, 


March 27, 1968 C. J. WARWICK Fox, president 


REMINDER: YOUR PROXY 


Shareholders not attending our 
annual and general meeting at the 
Royal York Hotel in Toronto on 
April 17th, 1968 are entitled and 
invited to be represented by using 
the proxy form enclosed with the 
notice of meeting and explained 
therein. Your signed proxy form 
should reach the Toronto address 
given in the notice not later than 
April 11th. 


Gir 


Scoreboard 


newsprint paper, tons shipped 
chemical pulps, tons shipped 
total shipments to customers 


Canadian dollars, except total sales; 000 omitted 
total sales, defined on page 24 
profit on U.S. dollar exchange . 
sales, in Canadian dollars 


operating profit, see page 24 


interest charges 


depreciation and depletion 


profit before income taxes 


provision for income taxes—current 
deferred 


NET ProrirT: total amount 


net per share 


dividends declared: total . 
amount per share . 


% of net per share 


cash flow, defined on page 24 
working capital at year-end . 
fixed assets, at year-end . 


earned surplus, at year-end . 


L967, 


THIS YEAR 


362,443 
131,020 
493,463 


$69,223 
DZS 


$74,346 


bot 


1,673 
7,506 


8,510 


2,385 
eal: 
4,300 


$ 4,210 
$1.17 


$ 3,602 
$1.00 
86 


$13,630 
8,170 
118,656 
25,463 


1966 


LAST YEAR 


374,081 
89,322 
463,403 


$63,857 
4,383 
$68,240 
17,886 


1,478 
5,637 


10,924 


$16,562 
6,116 
1135269 
24,855 


1963 


5 YEARS AGO 


275,686 
21,067 
296,753 


39.199 
2905 
$42,098 
137523 


863 
S131 


9:072 


4,862 
138 
5,000 


$ 4,672 
$1.30 


$ 2,880 
$0.80 
62 


$ 7,804 
14,233 
63,846 
19,436 
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down 9.9 


upon 
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up 38.7 


up 74.7 
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1967 RESULTS IN DETAIL 


Tons and Sales at New High; Profit Held Down 


Our 1967 net profit fell short of the amount we 
earned in 1966, but we made solid gains and can 
look forward in the long term to continuing growth. 
The main reasons for lower net profit were the 
increase in interest and depreciation charges arising 
from the first full year of operation of our kraft mill, 
as well as higher wage and material costs. The first 
two charges can be expected to diminish in due 
course, as explained on page 9. 


Long Term Gains in 1967 


In 1967 we achieved notable successes as a result of 
our first full year of bleached kraft pulp production: 
in tonnage volume, dollar sales, fixed assets, earned 
surplus and shareholders’ equity. We also paid off 
$4.3 million of long term debt, spent $3.7 million on 
our properties and improved our working capital by 
$2.1 million. 


Operating Profit Down Slightly 


Notwithstanding a $3.00 increase in the sale price 
of newsprint and the new high in total sales revenue 
on page 7, our operating profit for 1967 of $17.5 
million was down 2.1 percent from $17.9 million in 
1966 because of higher labor and material costs as 
well as lower pulp prices. The operating profit totals 
include profit from U.S. dollar exchange of $5.1 
million in 1967 and $4.4 million in 1966. 


Net Profit Off 23.1 Percent 


Profit before taxes in 1967 was $8.5 million against 
$10.9 million in 1966, a decrease of 22.1 percent, and 
net profit was down 23.1 percent from 1966. While 
operating profit was only slightly under the 1966 
amount, increased depreciation and interest totalled 
$9.2 million in 1967 versus $7.1 million in 1966: an 
increase of $2.1 million or 29 percent. 


Total net profit of $4,209,825 in 1967 amounted to 
$1.17 a share compared with $1.52 in 1966 and $1.58 
in 1965. Net profit by quarters, tabulated on page 
8, shows that the 1967 decrease began early in the 
year with the substantially higher interest and 
depreciation charges arising from the new kraft 
pulp mill. The progressive wage rate increases, 
higher material costs and other factors referred to 
above, also contributed to a reduction in our earn- 
ings throughout the year. 


Dividends 


Since 1964 we have declared dividends of $1.00 a 
share. This same amount in 1967 represented 86 
percent of 1967 net profit against 66 percent in 
1966. It is our practice to raise capital for expansion 
mainly by borrowing and to repay from future 
earnings resulting from expansion. 


Shipments Up 6.5 Percent 


Our total shipments to customers in 1967 amounted 
to 493,463 tons, a 6.5 percent increase over the 
previous high of 463,403 tons in 1966. The total 
figure for 1967 comprises 362,443 tons of newsprint 
and 131,020 tons of chemical pulps. Our inventory 
changes were negligible. 


The gains in total shipments over the previous 
years resulted from our first complete year of kraft 
pulp production. Newsprint shipments for 1967 
declined 3.1 percent from 1966. This reduction was 
the direct result of a strike which began in mid- 
November causing the major newspapers in Detroit 
to cease publication. In consequence our mill lost 
two days’ newsprint production in November and 
seven days’ in December. Despite that loss our news- 
print shipments were favorable compared to total 
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TOTAL SHIPMENTS UP 6.5% TO NEW HIGH 
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Our shipments to customers in 1967 totalled 493,463 tons, an increase of 6.5 percent over 1966 and a new high. The 
increase was due to our gain in shipments of chemical pulps which totalled 131,020 tons versus 89,322 in 1966. Most 
of this gain was in bleached kraft pulp shipments which, in 1966, did not start until May following completion of our 
kraft pulp mill. Our newsprint shipments were down 3.1 percent compared with 1966 due mainly to U.S. newspaper 
strikes; details on page 5. (Total Canadian newsprint shipments to U.S. were down 5.3 percent, with expanded U.S. 
capacity taking a larger share of that market.) Newsprint in 1967 represented 73.4 percent of our company’s total 
shipments versus 81 percent in 1966 and over 95 percent in 1965. We are now firmly established in the U.S. market in 


chemical pulps as well as in newsprint. Our newsprint and market pulps in 1967 were shipped to 22 states. 


Annual newsprint shipments sometimes exceed production, and vice versa, and the same is true in our pulp operations. These differences 
between production and shipments are balanced by inventory changes. Over a period they are so negligible that our shipments of chemical 
pulps recorded below may be taken as representing also our production of these pulps for sale to customers. 


Newsprint Operating Ratio ' Products Shipped to Customers 
In Tons Capacity Ratio (%) Chemical Pulps Total 


1958 273,900 207,073 196,564 46,161 242,725 
1959 358,512 2252 235,697 36,660 PA Paseo | 
1960 359,676 268,468 201d 22,480 290,257 
196] 357,348 268,619 201,197 = 235513 291,110 


1962 356,356 269,794 268,943 21,839 290,782 


1963 356,048 PNP SIX) 275,686 21,067 296,753 
1964 370,182 296,903 296,059 16,744 312,803 . 
1965 368,676 336,377 337,045 S150, 352,782 
1966 389,914 374,672 374,081 89,322 463,403 
1967 422,956 363,977 362,443 131,020 493,463 


For 1968 our rated newsprint capacity is 428,868 tons. This is on the basis of continuous operation established in 1967. 
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Canadian shipments to the U.S., which declined 
5.2 percent in 1967; 


Our newsprint shipments have more than doubled 
within the last 12 years. Taking 1955 shipments as 
100 our company’s newsprint shipments in 1967 
were 234 compared with 128 for the Canadian news- 
print industry as a whole. 


Dollar Sales at New High 


As a result of the new high in our 1967 total ship- 
ment tonnage, our total dollar sales, defined on 
page 24, also set a new record in 1967 of $69.2 
million as opposed to $63.9 million in 1966, an 
increase of 8.4 percent. Newsprint sales amounted 
to $51.1 million in 1967 versus our high in 1966 of 
$51.5 million, a drop of .8 percent due to the pro- 
duction cutback late in 1967. Sales of chemical 
pulps were $18.1 million reflecting the first full year 
of kraft pulp production. 


Newsprint sales in 1965 accounted for about 96 
percent of our total dollar sales. In 1966, with the 
introduction of kraft pulp sales towards mid-year, 
newsprint was 80.6 percent and in 1967 newsprint 
represented 73.8 percent of total dollar sales. A 
percentage breakdown of our sales by products 
through the last ten years is shown at the top of 
pages 22-23. 


Profit Margin Reduced 


Our profit margin, which means net profit as a 
percentage of total sales, stood at 6.1 percent in 1967 
against 8.6 percent in 1966. Profit margin through 
the last ten years is also shown on pages 22-23. Our 
low point in this period was 5.3 percent in 1959 
when net profit was curtailed by increased interest 
and depreciation charges arising from mill expan- 
sion. A similar situation occurred in 1967, which 
was also a full year following a major expansion of 
operations. Net profit per ton, which is recorded on 
pages 22-23, has followed a course similar to profit 
margin. It was $8.53 versus $11.81 in 1966 and a 
low of $6.98 in 1959. Its high point was $17.64 in 
1955. Figures showing total shipments of both 
newsprint and pulp for the last ten years are re- 
corded on page 6. 


Sales and Market Prices 


The new high in tonnage volume was mainly 
responsible for the 1967 increase in total dollar sales 
rather than increases in the market prices of our 
products. Our newsprint contract price was in- 
creased by $3.00 to $142.00 a ton for delivery to 
main port destinations in the U.S. market area we 
serve, effective July Ist, 1967. The increase was 
general by suppliers of this market. 


The additional revenues we derived from the in- 
crease have already been overtaken by higher costs 
in all phases of our operations as shown in the 
table below detailing our use of sales revenue. 


The market for chemical pulp softened in 1967, due 
to oversupply. Competitive pressures have been in- 
tense throughout the year as the result of substantial 
new capacity coming into operation in the face of a 
slackening of demand and a consequent market 
weakness. 


Our Use of Sales Revenue 


Our 1967 sales revenue reached a new high of 
$74.3 million versus $68.2 million in 1966 and $50.3 
million in 1965. These figures are in Canadian 
dollars with profit from U.S. dollar exchange 
added and include the relatively small amounts of 
sales in Canadian dollars. Our use of 1967 revenue 
is listed below in dollars and percentages, with 1966 
percentages in italic at the right. Dollars are in 
thousands, with 000 omitted. A condensed compari- 
son of percentages in recent years Is given in a table 
on page 8. 


wages, salaries, benefits) .....2.. 913,402 180% 77.55% 
pulpwood (over 50% for wages).. 21,641 29.1 NS 
other materials and expenses.... 13,460 18.1 17.6 
freight, delivery to customers... . 8,154 11.0 TE 
INCOMestax CSM eee ore 4,300 5.8 8.0 
depreciation and depletion...... 7,506 10.1 Shad} 
WOKS! MARAE, oo uonvaccaneo sd WOW Bhs 24 
WON COMES Bhael CMBWASS. 5 50500080 $70,136 944% 92.0% 
Gividendsideclar eciennieer itt mmnnS 0) 2mm oye) 


MUZE! iho WOE loywISWRESS, 6 Gc onooe 608 8 2, 


$74,346 100.0% 100.0% 


Cash Flow Down 


Our cash flow defined on page 24 showed a contin- 
uous increase during the years 1957 to 1965. In 
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SOME COMPARISONS OF 1967 RESULTS 


The eight company tables below are part of our account of results obtained in 1967. They supplement the pages of text and the 
company charts on other pages. Further comparisons through the past ten years are provided by the summary of 41 financial 
items on pages 22 and 23 which also shows the figures on which our financial charts are based. A background of Industry Reference 
Data regarding pulp and newsprint in Canada and the state of world markets is shown on page 14. 


1967 RESULTS BY QUARTERS 


Dollars in thousands, 000 omitted. 


total operat. net 


quarter sales profit profit 

First $16,879 $ 4,377 §$ 1,056 
Second 18,250 4,618 1,072 
Third 17,293 4,171 1,011 
Fourth 16,801 4,345 1,071 


$69,223 $17,511 $ 4,210 


Total sales are before dollar exchange; the other two items 
include profit from U.S. dollar exchange. 


CASH FLOW TOTAL & DETAILS 


1967 1966 1965 1960 


Total ($000) $13,630 $16,562 $16,684 $ 5,967 
Per share 3.78 4.60 4.63 1.66 
Per ton* PLE Bf Cif 78) PADS) 


*Per ton of total shipments on page 6. 


TOTAL SALES & NEWSPRINT 


Dollars in thousands, 000 omitted. 


1967 1966 1965 1958 


Total sales $69,223 $63,857 $46,872 $31,983 
Newsprint* 51,102 51,459 45,176 26,417 
Newsprint % 73.8 80.6 96.4 82.6 


*Referred to with chart on page 6. 


U.S. DOLLAR EXCHANGE PROFIT 


*Loss in 1960. 


($000) 1967 1966 1965 1960 
Exchange profit $5,123 $4,383 $3,434  $880* 
% of total sales 7.4 6.9 Too) Dg 
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NET PER SHARE BY QUARTERS 


Per share of total shares issued at end of 1967. 


quarter 1967 1966 1965 1960 
First $0.29 $0.33 $0.25 $0.12 
Second 0.30 0.42 0.46 0.20 
Third 0.28 0.36 0.45 0.16 
Fourth 0.30 0.41 0.42 0.24 


$1.17 $1.52 $1.58 $0.72 


During the year we issue quarterly reports of shipments, 
sales, earnings and other results of our operations. 


USE OF SALES REVENUE 


percentages 1967 1966 1965 1960 
costs and taxes 94.4 92.0 88.6 92.7 
dividends 4.8 5.3 2:4 


retained for use in the business 0.8 Oi 4.2 1.9 


Further reported on page 7. 


SALES & PROFIT PER TON 


Per ton of total shipments as on page 6. 
1967 1966 1965 1960 


Sales $140.28 $137.80 $132.86 $132.33 
Net profit Soe) USE 1G 115) 9.29 
Profit margin* OYA HOA WWE KOU 


*Net profit as percent of sales. 


SHAREHOLDERS & OWNERSHIP 


*Percent of total shares issued at end of 1967. 


1967 1966 1965 1960 
*Owned in Canada CRIA SESE SRLIIA SILOS 
No. of shareholders 6,402 6,632 6,926 5,291 


1966 our cash flow of $16.6 million was slightly less 
than the previous year’s total and our 1967 cash 
flow of $13.6 million showed a further decrease. The 
decrease in 1967 was due solely to the reduction of 
$3.5 million in the current year’s accumulated tax 
reduction applicable to future years, explained in the 
next section. Further cash flow details are shown 
on page 8 and in the long term data on pages 22-23. 
Our cash flow of $13.6 million in 1967 consisted of 
the following three items: $4.2 million in total net 
profit; $7.5 million in combined depreciation and 
depletion charges and $1.9 million in our accumu- 
lated tax reduction. 


Accumulated Tax Reductions 


Depreciation claimed for income tax purposes is 
known as capital cost allowances and these allow- 
ances are entirely different from regular depreciation 
deducted from earnings, which is reported in para- 
graphs that follow. 


The capital cost allowances we claim for income tax 
purposes are at the maximum rates allowed by the 
Income Tax Act and include the accelerated allow- 
ances which were applied to machinery and equip- 
ment acquired from mid 1963 to the end of 1966. A 
large part of our major expansion, which took place 
from 1964 to 1966, qualified for the accelerated 
allowances. Consequently, in recent years, capital 
cost allowances have been considerably greater than 
the regular depreciation deducted from our earnings 
and have resulted in a substantial deferment of taxes. 


We point out again that regular depreciation 
deducted from earnings is different from capital cost 
allowances claimed for income tax purposes. Our 
deducted depreciation is determined at the maximum 
rates allowed by the Income Tax Act of 1962. This 
means that we use the 10 percent declining balance 
method in depreciating our mill buildings and 
equipment, which form by far the largest portion of 
our fixed assets. 


In 1967 our capital cost allowances exceeded 
deducted depreciation by $0.9 million. However, in 
1966 capital cost allowances exceeded our deducted 
depreciation to such extent that a loss of $2.8 million 
for tax purposes was created. The total of the 
foregoing ($3.7 million) has been deducted in 


determining our 1967 taxable income and resulted 
in deferment of $1.9 million. 


The tax deferment for 1967 of $1,915,000 has been 
added to the $16,565,000 of tax reductions accumu- 
lated at the end of 1966 to make a total of $18,480,000 
accumulated tax reductions at the end of 1967. This 
total is shown in our balance sheet (page 19) as 
deferred credit described as “‘accumulated tax re- 
ductions applicable to future years”. This means 
when, as expected, our capital cost allowances in 
future years prove to be less than the depreciation 
deducted from earnings, the additional taxes thus 
caused will be charged against our accumulated tax 
reductions. The result will be that, in such future 
years, we shall continue to show the correct deduc- 
tion of income taxes from the current annual earn- 
ings involved. 


Our Method of Tax Reduction 


Our method of dealing with income tax reductions, 
described above, is known as the deferred-credit 
method and we believe it gives a realistic portrayal 
of our earnings and income taxes. Another method 
is called the flow-through method, in which only the 
income taxes actually payable for a year are deducted 
from earnings. The use of this method in our case 
could cause wide year-to-year variations in our 
reported earnings as illustrated in the table below. 


1967 1966 1965 1964 


Earnings per share on 
“flow-through”’ basis....... Sil] OM DSL OS mn Soa mmo 2. Onl 


Earnings per share on 
deferred-credit method...... SSIGGING, NSIS, RSI LESH} SSG) 


Increased Depreciation and Interest 


Since 1967 was the first full year following completion 
of the kraft mill, our depreciation deducted from 
earnings moved up substantially. Our depreciation 
amounted to $7,505,636 in 1967 versus $5,637,263 
in 1966 as described earlier and shown in our profit 
and loss statement on page 17. Depreciation in- 
cludes depletion, which is defined on page 24 and 
recorded for the past ten years on pages 22-23. 
With the kraft mill in operation our interest charges 
against earnings increased as anticipated and our 
interest expense in 1967 amounted to $1,673,167 
versus $1,478,498 in 1966. Both depreciation and 
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Our 1967 total sales of $69.2 million reached a new high, up 8.4 percent over 1966, but operating profit of $17.5 million 
was down 2.1 percent from $17.9 million in 1966 and net profit of $4.2 million was down from $5.5 million or about 
23 percent. Net profit was reduced by higher costs in wages and materials and also by the sharp increase in interest and 
depreciation charges which followed completion of our kraft pulp mill in 1966. These combined charges have more than 


doubled since 1965 but should diminish again in due course; they are shown in a chart on page 12. 


=| PROFIT & TAXES eet . 
SSN ag 


Dividends Declared 
IN MILLIONS OF DOLLARS 
7 ee Es } 
| 


gummzemem Profit Before Taxes 
Gum Income Taxes 


6 — 6 
, | _., A 
2 =| 2 
| ae | 
1958 59 60 él 62 63 64 65 66 67 


Our 1967 profit before income taxes was $8.5 million versus $10.9 million in 1966, this reduction of over 22 percent being 
due to the same cost factors that affected our net profit. Income taxes consequently came down from $5.5 million in 
1966 to $4.3 million in 1967 but again exceeded our total net profit as they have through all but one of the past ten years. 
Dividends of $3.6 million declared in 1967 continued at the level reached in 1964; they represented about 86 percent of 
our 1967 net profit compared with 66 percent in 1966 and 63 percent in 1965. 
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interest will continue on a steadily diminishing 
instead of a rising scale. Interest charges through 
the past ten years are recorded on pages 22-23. 


Long Term Debt Reduced 


We paid off $4,303,250 of long term debt in 1967 by 
redemption of bonds and debentures and also, in 
our 1967 current liabilities, provided for $4,323,250 
of payments of principal payable during 1968. Our 
long term debt at the end of 1967 had thus been 
lowered to $25,686,250 due after 1968 as shown in 
our balance sheet details of bonds and debentures 
on page 19. Over the last three years our long term 
debt after deducting current maturities has been 
reduced by approximately $13 million. 


Our above 1967 provision of $4,323,250 for 
redemption of principal payable in 1968 consisted of 
$660,000 for our 4 percent bonds, $1,051,000 for 
our 5 percent debentures, $1,430,000 (U.S. funds) 
for our 534 percent debentures, series B, and 
$1,000,000 (U.S. funds) for our 534 percent deben- 
tures, series C, plus $182,250 of dollar exchange on 
the U.S. funds involved. 


In dealing with interest charges our policy has been 
similar to our policy regarding depreciation deducted 
from earnings. In 1966 we capitalized interest on 
financing construction of the kraft pulp mill and 
related facilities until the mill came into production. 


Shares Issued Under Option 


In 1967 we issued 80 shares at $24.50 a share under 
the share option plan we provided for certain 
executives and other employees of the company and 
2,000 shares at $25.00 a share under the share 
options we granted to our newsprint contract cus- 
tomers. This brings the total number of shares 
issued under options at the end of 1967 to 2,603 
shares. Further details on this subject are included 
in notes to the financial statements on page 16. 


Projects Completed 


Four major construction projects described in our 
1966 annual report were completed during 1967. 
They were a revision of our newsprint finishing 
operation to provide automatic wrapping of news- 
print rolls as shown in the photograph on page 21, 
expansion of our initial facilities for controlling 


water pollution, modification of our bark handling 
system and additional facilities for treatment of 
boiler feed water. Total capital expenditures on our 
properties in 1967 amounted to $3.7 million. 


Water and Air Problems 


As responsible citizens we have an obligation to the 
community to exercise as much control as possible 
over odors and effluent resulting from our industrial 
processes. To the end of 1967, we have made capital 
expenditures of approximately $4.2 million on our 
effluent and odor control systems. 


Our whole program to deal with air and water 
problems is being carried out in full co-operation 
with both the Ontario Water Resources Commission 
and Ontario Government Department of Health. 
We aim to meet the objectives of both these bodies. 


Labor Union Agreements 


All our labor union contracts are due to expire in 
1968. We will be negotiating new agreements with 
the mill and woods unions during the year. The 
present mill union contract terminates on April 30th, 
1968 and the woods contract on August 31st, 1968. 


Newsprint Capacity 


Capacities of newsprint mills in Canada are rated by 
independent statisticians on a standard formula of 
performance per day; annual capacities are these 
daily ratings multiplied by the number of workdays 
a mill has in a year. 


Our rated capacity of 428,868 tons is on the basis 
of continuous operation. Compared with our 1967 
capacity rating, which was based on continuous 
operation starting in February, our 1968 rating 
shows a slight increase of 5,912 tons. If we compare 
our 1968 rated capacity with 1966 rated capacity 
of 389,914 tons the 1968 capacity shows an increase 
of 10 percent. 


Source and Application of Funds 


The Securities Act of 1966 (Ontario) which came 
into force on May I, 1967, sets out the information 
that must be included in a company’s annual report; 
accordingly the Consolidated Statement of Source 
and Application of Funds is included with the 
audited financial statements on page 20. 


I] 


WORKING CAPITAL & CASH FLOW 


Working Capital 15 
Cash Flow 


IN MILLIONS OF DOLLARS oN 
12 
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Working capital and cash flow are defined on page 24. Working capital in 1967 increased by $2.1 million, mainly because 
our capital expenditure in 1967 was substantially lower than in 1966 with completion of our kraft pulp mill. Our long 
upward trend of cash flow changed in 1967 with a total of $13.6 million versus $16.6 million in 1966. This was because 
our 1967 increase in accumulated tax reduction was considerably less than in 1966; details are on page 9. With the 


exceptions of 1966 and 1965 our 1967 cash flow was still the highest in the past ten years. 


ie ae | oe es ees 
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INTEREST & DEPRECIATION 


mews |nterest 


mums Depreciation & Depletion 
Combined Total 


IN MILLIONS OF DOLLARS 


1958 59 60 61 62 63 64 65 66 67 


Our combined interest and depreciation charges in 1967 were at a new high of $9.2 million versus $7.1 million in 1966 
and $3.9 million in 1965. The $2.1 million increase in 1967 charges meant lower income taxes but was still the largest 
single factor in our $1.3 million reduction of 1967 net profit. The increased charges were due to completion of our kraft 
pulp mill in 1966 and are a normal part of major plant expansion. In due course they can be expected to resume the 


downward trend that preceded 1966 with their burden on our earnings diminishing accordingly. 
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Woods Mechanization 


Wecontinued to move ahead with the mechanization 
of our forest operations in 1967. Three new 
mechanical harvesters were added to our mechanized 
harvester fleet which now comprises seven such 
units. We also introduced a new portable slasher 
which cuts tree-length logs gathered at the road’s 
edge into eight-foot lengths and stacks the cut logs 
in neat piles ready for loading. The slasher is self- 
propelled and moves easily from one work site to 
another. Always on the lookout for new ways to 
improve productivity, in 1967 we experimented 
with a new type of tree-length forwarding machine 
and a new short wood processor known as a 
““‘Bushcombine”. The mechanical forwarder can 
gather and carry four cords of bunched tree lengths 
at one time from the cutting area to a nearby load- 
ing point, while the Bushcombine cuts a tree at the 
stump, delimbs it, slashes it into eight-foot lengths 
and then assembles the cut wood in its own two-cord 
carrying section for loading directly onto trucks or 
delivery to roadside. 


Regeneration and Fire Protection 


Cutting and delivering pulpwood in ever-increasing 
amounts is only one of the challenges facing our 
woods department. Proper management of our 
forest areas requires that we expend every effort to 
perpetuate our wood resources through a carefully 
planned regeneration program. In 1965 we signed a 
cooperative regeneration agreement with the Ontario 
Department of Lands and Forests, the first such 
agreement ever signed in the province. In the past 
two years we have made steady progress in this joint 
undertaking. Asa result of our combined efforts, in 
1967 we treated 3,700 acres of cutover forest areas 
for regeneration by mechanical methods where it 
was felt that natural regeneration would be least 
effective. This program also resulted in the planting 
of some 1,200,000 new trees on our timber limits. 


As well as renewing our resources, we must protect 
existing timber from the terrible devastation of fire. 
With the most up-to-date forest fire suppression 
facilities at their disposal, our mobile fire fighters are 
well prepared to meet the sudden onset of fire wher- 
ever it may occur in our forest area. In 1967, 59 fires 


took place in our timber limits, a 60 percent increase 
in the number of fires compared with our average for 
the past eight years. This increase was largely due 
to the hot dry spells in June and September which 
created extremely hazardous conditions. While the 
number of fires was up in 1967 the total area de- 
stroyed amounted to 853.20 acres, 28.6 percent of 
the average for the same eight year period. 


Company Outlook 


Long term prospects for newsprint consumption in 
the North Central region of the U.S., the market 
area we are primarily concerned with, are favorable. 
A report on newsprint consumption in the United 
States, published at the end of 1967 by the American 
Newspaper Publishers Association, shows that in 
1966 the 2,215,917 tons of newsprint consumed in 
the North Central area was 28.6 percent of the total 
consumption by U.S. newspapers. The report states 
that if the present trend continues the North Central 
region may soon be the largest newsprint consumer 
in the United States. 


However, over the immediate short term we face 
some difficulties. It is expected that the increasing 
capacity of the U.S. newsprint industry will continue 
to capture a larger share of U.S. consumption. For 
1968 the prospect is that U.S. shipments to the U.S. 
market will again increase substantially, while 
Canadian shipments to that market will decline. 
Our own experience 1s likely to be similar. 


We estimate that our shipments of chemical pulps 
will be maintained or increased moderately in 1968. 
We do not expect market conditions to improve 
materially in 1968, but it 1s anticipated that the un- 
precedented growth of productive capacity which 
began in 1966 will be overtaken by demand over the 
next few years. 


Apart from tonnage volume, such imponderables as 
market price, dollar exchange rates, cost trends, 
taxes and government charges will play a vital role 
in determining earnings. As we look ahead we are 
confident that our company will maintain a strong 
competitive position with such factors in its favor as 
geographical location, quality products, the high 
efficiency of mill and woods operations and un- 
surpassed northern wood resources. 


13 


INDUSTRY REFERENCE DATA 


NEWSPRINT PAPER 


Rated capacities of newsprint producers in Canada and other newsprint data may be obtained from reports issued by 


Newsprint Association of Canada, on which the six tables below are based. World totals in these tables omit nine com- 


munist countries for which reliable information is lacking and some of the 1967 figures are subject to revision by NAC. 


TOTAL WORLD SUPPLY 


000 tons 1967 1966 1960 1955 
World capacity 205892 = 195759) 16:79 Tesi 
World production 18,298 18,288 14,179 11,509 
Operating ratio (%) 87.6 92.6 87.6 98.7 


CANADIAN PRODUCTION 


7000 tons 1967 1966 1960 1955 
Total capacity 9,294 8,878 7,611 6,064 
Tons produced S051 385419 ex Gn/S9 mon Ol 
Excess capacity 1,243 459 872 nil 
Operating ratio (°%) 86.6 94.8 88.5 102.1 


CANADIAN PERCENTAGES 
1967 1966 1960 1955 


Of world capacity 44.5 44.9 47.0 52.0 
Of world excess 47.9 SR) 43.6 nil 
Of world production 44.0 46.0 47.5 53.8 
Of world exports Well WS? 77.6 80.3 


BLEACHEDs KIRA TAR Wier 


The U.S. is by far the largest consumer of chemical pulp. 
The accompanying table shows that portion of U.S. 
supply of bleached kraft pulp which is satisfied by ship- 
ments from the three principal sources. These shipments 
represent the free movement of market pulp and do not 
include shipments between integrated buyers and sellers. 
Canada’s share of this market pulp demand in the U.S. 
has more than doubled since 1955 and it is in this growth 


that our company is participating. 
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WORLD DEMAND & IMPORTS 


‘000 tons 1967 1966 1960 1955 
Total demand 18,451 18,357 14,365 11,667 
Total imports 10,098 10,430 8,194 7,315 
Import % of total 54.7 56.8 57.0 62.7 
CANADIAN SHIPMENTS 
000 tons 1967 1966 1960 1955 
Tons to U.S.A. (65263, 6; 61058279 e070) 
To overseas markets 1,067 1,154 986 735 
To Canadian buyers 638 620 487 430 
Total tons shipped 7,968 83384 ONS 2s) 
Urs: SUPPEY SOURCES 
000 tons 1967 1966 1960 1955 
Tons from Canada 6263590 6,610: 2 79m. O70 
From U.S. mills 255238 92,339 BOS Seo: 
From Europe 286 274 147 146 
Total tons of supply 9072) 9.2233 SO mr Oro o0 
US? SUPRPEY SOURGES 
000 tons 1967 1966 1960 1955 
Tons from Canada Tish iL shi 873 573 
From U.S. mills 956" 1,020 531 591 
From Scandinavia 86 146 86 97 
Total tons of supply 2196 2.397 1.490 12261 


Source: Canadian Pulp & Paper Association 


This is the wood unloading station for the woodroom of our kraft pulp mill. Here eight-foot logs arrive from the forest 


by rail car and truck, are lifted by the grapple shown in the picture and moved to the woodroom by the two conveyors 
at the right. The logs first enter great rotating drums where the bark is removed by tumbling and water pressure. The 
debarked logs are then fed lengthwise to a rotating 15-knife chipper which, within ten seconds, converts an eight-foot log 
into small chips. The chips are conveyed by a blower system to one of the two storage piles as described on the inside 
front cover. In the background above can be seen the chip storage pile and chip silo shown in the front cover picture. 


These can also be located in the diagram of our mill site on the inside back cover. 
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Notes to the Financial Statements 


1. Current assets and current liabilities in U.S. funds have been restated in Canadian dollars at exchange rates in 
effect at December 31, 1967. Long term debt repayable in U.S. funds has been converted to Canadian dollars at 
the exchange rate in effect at date of issue. 


2. The company has entered into lease agreements (with options to purchase) covering certain woodlands camps 
and equipment for periods of two to seven years. The payments under these agreements amounted in 1967 to 
$570,000. Payments will aggregate $723,000 in 1968 and thereafter in reducing amounts to $107,000 in 1974. 


3. The company intends to claim for income tax purposes for the year 1967 capital cost allowances at the maxi- 
mum allowable rates on all depreciable assets. The amount claimed will exceed the depreciation recorded in the 
accounts and such excess, together with the balance of the 1966 tax loss carried forward will reduce the 1967 
taxable income by approximately $3,725,000. Accordingly $1,915,000 of the current year’s provision for income 
taxes has been added to the Accumulated Tax Reduction Applicable to Future Years. 


4. In 1964 the company granted to customers options to acquire, in accordance with the terms of such options, 
180,621 common shares at $25.00 per share exercisable not later than December 31, 1973. To date 2,083 shares 
have been issued under the terms of these options. 


In 1966 the company approved a share option plan and reserved 50,000 common shares of the company for the 
granting of options to certain executive and other employees of the company or of any subsidiary of the company. 
Options have been granted to acquire, under the terms of the plan, 33,405 shares at $24.50 exercisable not later 
than June Ist, 1975. To date 520 shares have been issued under the terms of these options. 


5. Declaration of dividends on common shares is restricted under the provisions of the Trust Deeds securing the 
long term debt. These provisions require that after such dividend payments the net current assets will be an 
amount in excess of $5,000,000 and earned surplus will be an amount in excess of $7,500,000. The net current 
assets as defined are before the deduction of any current maturities on long term debt. 


6. The total remuneration received by the directors and senior officers of the company amounted to $406,800 for 
the year 1967. 


7. The amount charged against earnings in 1967 in regard to the employees pension plan includes payments on 
account of past service costs resulting from a retroactive increase in benefits. These past service pension costs are 
being funded over a period not exceeding seventeen years. Based on the report, prepared by the company’s 
underwriters, the liability at December 31, 1967 for unfunded pension benefits is estimated at $1,200,000. 
Contributions charged to income in respect of such past service costs were $100,000 in 1967. 


Auditors’ Report to the Shareholders 


To the Shareholders of The Great Lakes Paper Company, Limited 


We have examined the consolidated balance sheet of The Great Lakes Paper Company, Limited and its sub- 
sidiaries as at December 31, 1967 and the consolidated statements of profit and loss and earned surplus and 
source and application of funds for the year then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1967 and the results of their operations and the source and application of their funds for the year 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 

RIDDELL, STEAD, GRAHAM & HUTCHISON 
TORONTO, ONTARIO, January 26, 1968. Chartered Accountants 
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Consolidated Statement of Profit & Loss and Earned Surplus 


1967 1966 
Mota lisalesse pranent Meer cree: crest eee ear A ee eee Seat dune We, en Onan ae $69,222,707 $63,857,287 
Nis mdOllamex Chan Se. premiUliig a ania inten eure tc, awe ten Senay 5,122,805 4,382,684 


$74,345,512 $68,239,971 


Gostaosalessand delivery expense to customers... ss eee ae ae eee $55,041,247 $48,834,973 
SeiitivrandeaGmimistratlvercXPenses wmerei: cre ce ae est aren en a teen Cue 1,739,387 1,464,085 


$56,780,634 $50,299,058 


PECHtSLECIMEO DCL LON Scere fret etn. See cece ee gine saree ce cette oe er eee $17,564,878 $17,940,913 
G)EHERRITICO IN Comme meminte 8 Sacer Aen ie te arb AOS dee Tse cto = |. % RU RM At Pa ye 1ei550 153,825 


$17,742,428 $18,094,738 


Pateres Ons One (e1 ll Ge Dt mere twat monte, ot kc re ee ee See ae ree $ 1,673,167 $ 1,478,498 
DepLeciationvandsdce pictiOl meena ie nati cad gaits cgate the eee eae ee 7,505,636 5,637,263 
ED ITCCLOLSMLCCOM RENT TOME Teen ce eter ice Seen Ree ere Pe en, he eee ey ie ee ee 53,800 54,600 


$ 9,232,603 $ 7,170,361 


Proiiteuctoresprovislomelol, 10COMe (ax Sema, aceiorter ey te os i vaya re $ 8,509,825 $10,924,377 
PiovictO nm OtelmCOMentaxesa_CUITCHL eam ote ro cere ties a eee etn. re ere $ 2,385,000 $ — 
deferrediGN oles) Rep ace ee rie etnies canine 1,915,000 5,450,000 


$ 4,300,000 $ 5,450,000 


PUEDE RO EN Tl Olay CAL reps ber ers c28 tracy cee UNG aors, g'esa ble on &. 6 Uheical beeper taraacetee) un wih Bie $ 4,209,825 $ 5,474,377 
BriiecdesUlDlUSeatt DE PIU e Obey Calera trina ters bsp cine noses eh acseene sensei a neeee 24,854,594 22,980,521 


$29,064,419 $28,454,898 


Divides Ceciaredrol COMMON SHATeS a5 sly Sakon tees aL paren aca eee ones meee 3,601,701 3,600,304 


EARREDSSURPLUS AU CHGsOleyeal acc magerty pert tl st. e onus OMe orseene es $25,462,718 $24,854,594 
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ASSETS 


1967 


Consolidated Balance 


1966 


CURRENT ASSETS 


Inventories at cost: 
Pinished pO0dS). 6 vnn ess sce sn ee ete eee etre = ae neta Rete 
Stores, pulpwood and other rawamatetialS ee are en ieee 
Advances and expenditure on pulpwood operations............ Opi ioe! 


Prepaid insurance and other expensesm aac ore ek ee sree 


SIDLGWNE UGTAODN OT AIDA IO oa conacaoacan coves oeune ds oa aeaun me 


Fixep AsseTs—at values placed thereon at the inception of the company 


with subsequent additions at cost: 
Land, buildings, machinery, woodlands improvements and equipment.... 


Accumulated Gepreciation saat yeeereacusere erent nen eee ere 


CO OC Ute Garo 0.0 b Oe O Wot oto Ooo cag tmonD Coo Glo 


Signed on behalf of the Board: 


C. J. W. Fox, Director R. G. MEECH, Director 


$ 77,476 


8,929,001 


844,578 
6,427,981 
4,191,481 


154,599 


$ 79,592 
9 230875 


1,655,000 


479,578 
6,826,189 
4,573,700 


235,485 


$ 20,655,696 


$ 23,080,259 ° 


$ 491,042 $ 365,000 
$118,655,899 $115,268,838 
55,875,814 48,724,029 


$ 62,780,085 


$ 66,544,809 


$ 3,987,347 


3,234,895 


$ 4,013,443 


3,097,653 


$ 752,452 


p 8 915,790 


$2.03,03220 7 


$ 67,460,599 


$ 84,679,275 


$ 90,905,858 


leet at December 3lst 


Pee lois ES 


CURRENT LIABILITIES 


Bankerndlebtedness tien... a ete, ee ee 
Accounts payable andraccrued charges aan a ee 
inicomeranceotucr taxes payable eet aek wet eee ee 
Mividendepay ablereprae tiare ees ost rn aie Oe sen hee ne ee 
Gitte itemauLiics on One tcrm Gebt fas wane) ee ee ete ee 


LONG TERM DEBT 
First Mortgage Bonds, Series “A” 


Ay eciicato (Und DOndS maturing. 19) lm seem cee 


Debentures 


Sp asinkimeaunddebenjures maturing 1976.0 ©... - a5 «ee 


534 % serial debentures, Series “B” maturing 


L9GS 2 > ie 40, OO0KUL SO. LUDCS) ctr enna. nett ie 


5% % serial debentures, Series ““C’’ maturing 


T9631 9750( $5,000,000 UES funds) oe vss wenecie ee see 


Gurcrentematuritles meee Meee er ee eee hate ie erence 


ACCUMULATED TAX REDUCTIONS applicable to future years (Note 3) 


SiR OWDERRS ROUDLLY 


Common shares without nominal or par value (Note 4) 


Authorized 4,500,000 shares 


Issucdsaupegiming Of year 3,600,523 Shares... 1. 
Issued during year for cash 2IOSU Sales eee. tees 


Issued at end of year 3,602, 003:Snares aw wea iets aa 


BATHECR SUL DLLs eet cian ncus cs feces sacerarvais gs elas of ebrtteteie) «aan er'e 6a 


$ 1,000,000 | $ 4,500,000 
2,834,364 5,570,506 
3,427,227 1,690,022 

900,651 900,131 
4,323,250 4,303,250 
$12,485,492 | $16,963,909 

$ 8,930,000 | $ 9,570,000 

$ 4,804,000 | $ 5,855,000 
7,675,500 9,212,750 
8,600,000 9,675,000 

$21,079,500 | $24,742,750 

$30,009,500 | $34,312,750 

4,323,250 4,303,250 
$25,686,250 | $30,009,500 
$18,480,000 | $16,565,000 

$ 2,512,855 | $ 2,502,075 

51,960 10,780 
OMe || ES 
25,462,718 24,854,594 
$28,027,533 | $27,367,449 
$84,679,275 | $90,905,858 
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Consolidated Statement of Source and Application of Funds 


1967 1966 

SOURCE OF FUNDS 
Net profitas reported on page li] a nectarines $ 4,209,825 $ 5,474,377 
Charges not requiring an outlay of funds 

Depreciation and depletion? sti. ae eer ee 7,505,636 5,030 20S 

Increaseim acctimulated taxreductionS wea nner tate renee tera en emer 1,915,000 5,450,000 

FUNDS: FROM OPERATIONS 2. ae cee ne ae ee $13,630,461 $16,561,640 

Other sources 

Balance Of proceeds of debenture issuc a=) an ea een ee 5 = $ 2,687,500 

Exercisé'of share ODUONS =): a1. een eee e et eee 51,960 10,780 

Sale of fixed assets vet conn 5 settee Re eT ee ee 93,816 184,119 

SL 35016 257 $19,444,039 
APPLICATION OF FUNDS 
Expenditures Om fixed SSSCts cc roe rece ee ere ween $ 3,671,390 $13,558,203 
Current maturities of long terna debts aeeaeersece ctor he eee arate eee 4,323,250 4,303,250 
Dividends declared o5/. re cer ane Nene eter ee 3,601,701 3,600,304 
Special refundable federal tax cee eae eee ce eee eee ee 126,042 365,000 
$11,722,383 $21,826,757 

INCREASE (DECREASE) IN WORKING CAPITAL. ..........c cece cc cecceeeeeaes Se? 055-854 $ (2,382,718) 
WORKING CAPITAL AT BEGINNING OF YEAR........:.--0+.-e-sseescees ses 6,116,350 8,499,068 
WORKING CAPIT ALSA Ie ENDiO Bry EA Rig ee create fete enn $ 8,170,204 $ 6,116,350 
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Here you see finished rolls of our newsprint paper on their way to being wrapped for shipment to customers. These are 


typical rolls: 59 inches wide, 40 inches in diameter, weighing 1,800 pounds. One such roll contains over 6 miles of paper 
and makes about 125,000 ordinary newspaper pages. We now wrap newsprint rolls automatically instead of by hand, ina 
$1.3 million plant opened in 1967. This picture shows the heavy kraft paper wrapper coming down onto the second roll. 
Then protective ends are added and the wrapped rolls are conveyed to another part of the plant for automatic weighing 
and labelling of specifications and destination before moving to rail car, ship or storage. The automatic process is 
superior to the manual method in giving tighter wrapping and better protection against possible damage in transit. 
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== FINANCIAL SUMMARY: LAST TEN YEARS 


Except as indicated dollars are in thousands with 000 omitted. 


SALES & EARNINGS 


Total sales, as defined on page 24 
Newsprint percentage of above total sales 
Kraft pulp percentage of above total sales 
Sulphite pulp percentage of above total sales 
Operating profit, as defined on page 24 
U.S. dollar exchange profit or loss* 
Interest charges on long term debt 
Depreciation and depletion charges 
Profit before providing for income taxes 
Provision for income taxes, explained on page 9 
Net profit, total amount 
Percentage up or down* from previous year 
Net profit per common share; see note below 


Net profit per ton of total shipments; tons on page 6 


Preferred dividends declared 

Common dividends declared, total amount 
Dividends per common share; in cents 
Dividend percentage of earnings per share 


ASSETS & LIABILITIES 


Current assets, at year-end 

Current liabilities, at year-end 

Ratio of above assets to liabilities 

Working capital, as defined on page 24 
Inventories at cost, described in balance sheets 
Annual expenditures on properties 

Fixed assets, as described in balance sheets 
Long term debt, at year-end 

Above debt as percentage of capitalization 
Accumulated tax reduction, explained on page 9 
Accumulated depreciation and depletion 

Earned surplus, at year-end; defined on page 24 


EQUITY & OTHER DATA 


Common shares issued; see note below 
Number of common shareholders, at year-end 
Percentage of shares held in Canada, at year-end 
Shareholders’ equity, total, defined on page 24 
Shareholders’ equity per common share 

Net profit percentage return on above equity 
Net profit percentage return on total sales 
Total cash flow, as defined on page 24 

Cash flow per common share 

Earnings retained in the business 

Number of employees on payroll, at year-end 


All figures per share are on 3,602,603 shares issued up to the end of 1967 out of 4,500,000 authorized. 


Pups 
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19,734 
11,235 
1.8 
8,499 
9,308 
28,093 
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20,248 
6,015 
3.4 
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7,236 
1,767 
63,846 
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Production and shipments are summarized on page 6. 


1961 1960 1959 1958 


NOTES & COMMENT 


The Great Lakes Paper Company, Limited was 
incorporated under The Companies Act (Ontario) 
in 1936. 


Total net profit is as recorded in annual reports. 
Net per common share in 1958-1960 inclusive is 
after deducting preference dividends paid in those 
years as shown, the last of the preference shares 
(Class B) being cancelled as of December 31st, 1960. 


Net profit and dividends per common share are 
16,947 14,390 shown to the nearest cent on the shares now issued. 
8 348 Dividends on common shares began in 1947 and 
; 17 have since been paid each quarter. They have 
; been advanced from an annual rate of 53 cents per 
10,840 6,042 share in 1960 to $1.00 starting in 1964. 
8,732 10,337 


2,133 5,808 Changes in our working capital since 1958 reflect 
60,116 56,557 bond and debenture issues and expenditures on our 
20,222 23,348 major 1955-1958 newsprint mill expansion program 

51.4 57.0 and our further expansion in our kraft pulp mill 
775 1,025 and other projects undertaken in 1964. 


35,976 26,182 Our accumulated tax reduction of $18.5 million at 
15,628 14,072 the end of 1967 is explained in the section dealing 
with capital cost allowances on page 9. 


Long term debt since 1958 is after deducting sinking 
fund instalments payable during the following year 
but provided for during the current year, as shown 


3,600,000 3,600,000 3,600,000 3,600,000 3,600,000 bn pare io: 


6,077 5,834 5,291 5,392 5,800 
92.7 91.8 91.0 91.1 90.7 
20,143 18,128 17,168 16,454 16,572 
5.60 5.04 4.77 4.57 4.60 
21.6 16.9 15.7 TES 13.2 
11.4 8 7 5.3 6.8 
7,641 6,268 5,967 5,386 4,743 
AD 1.74 1.66 1.50 1.32 
2,016 960 714 —119 157 
1,873 1,687 1,756 1,877 1,680 


Terms used in this report are defined on page 24. 
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Glossary of Terms in This Report 


TOTAL SALES: Total amount we obtain from the sale 
of our products before deducting costs of delivery 
to customers and before dollar exchange. 


DOLLAR ExCHANGE: Conversion of U.S. dollars, which 
we receive for most of our sales, into Canadian dollars. 
Results in a profit when the Canadian dollar is at a 
discount in relation to the U.S. dollar, as now, and a 
loss when the Canadian dollar is at a premium. 


OPERATING Prorirt: Profit we get from manufacture and 
sale of our products after deducting wages, cost of 
materials, cost of delivery and all other costs except 
interest charges, depreciation and depletion, and 
taxes. Includes loss or profit from dollar exchange. 
Applies to operations only; does not include invest- 
ment or other form of income. 


INTEREST CHARGES: Interest we pay on bonds and 
debentures we have issued to borrow money, similar 
to interest on a mortgage. 


DEPRECIATION: A portion of the original cost of our 
fixed assets (defined below) such as plant and equip- 
ment, which we write off each year as a deduction 
from profit; our method of application and details of 
our policy are fully explained in this report. 


DEPLETION: Similar to depreciation but applies to our 
usage of pulpwood from our licenced forest areas 
rather than to plant and equipment; maximum 
amount fixed by income tax regulations. 


Net Prorir: Our total income (operating profit plus all 
other income as defined above) less interest charges, 
depreciation and depletion, directors’ fees, taxes and 
all other related costs; the net income we have at end 
of a year to pay dividends or retain for use in our 
business. 


CASH FLOW: Total cash generated by operations in a 
year. Consists of net profit available for common 
dividends plus amount of depreciation and depletion 
charged against operations for the current year and 
plus charges, if any, for special reserves. 


EARNED SURPLUS: Accumulated total of our annual net 
profits since the start of the company (1936) less 
dividends to shareholders during the same period and 
after taking into account capital gains or losses such 
as bond and debenture issue expenses. 


ASSETS: Everything we own, consisting of two main 
classes: current assets and fixed assets. 
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CURRENT ASSETS: Cash and all assets we can normally 
expect, within a year, to convert into cash or to 
consume in the process of earning income. 


FixepD Assets: Long term assets, such as land, buildings, 
plant and equipment, which we hold for earning 
income rather than for sale or conversion. 


LIABILITIES: Everything we owe, such as bills, taxes and 
borrowed money; consist of two main classes: current 
liabilities and long term debt. 


CURRENT LIABILITIES: Amounts we owe due for payment 
within one year; usually consist of bills for services 
and materials, accrued charges, sinking fund instal- 
ments, taxes and interest charges; in general, means 
short term debt. 


ACCRUED CHARGES: Amounts we owe for payment later, 
such as wages and other charges that accumulate until 
their due date. 


LONG TERM Dest: Amounts we owe from borrowing 
money by issues of bonds and debentures which, 
ordinarily, must be repaid within the term or period of 
each issue. Our longest present terms are for bonds 
due 1975 and debentures due 1976. 


SINKING FUND: Cash amounts we pay to independent 
trustees of our bond and debenture issues, as stipu- 
lated in the trust deeds of these issues, to provide 
annual instalments for their redemption. Long term 
debt is reduced accordingly, like reducing a mortgage. 


WORKING CAPITAL: Amount by which our current 
assets exceed our current liabilities, both as defined 
above. This is a measure of our working or operating 
resources. 


BALANCE SHEET: Statement of our financial position at 
a year-end showing what we possess (assets of all 
kinds) versus what we owe (liabilities of all kinds) and 
shareholders’ equity; set forth in accordance with 
Ontario Corporations Act. The word “consolidated” 
means that all subsidiaries are included to show 
position of our enterprise as a whole. 


SHAREHOLDERS EQuity: Value of the shareholders’ 
ownership or interest in the company, shown on our 
balance sheet. Consists of share capital plus earned 
surplus and is the amount by which our total assets 
exceed our liabilities. 


For further definitions and information we recommend publications 
issued by the Canadian Institute of Chartered Accountants and by 
The Investment Dealers’ Association of Canada. 
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The above diagram shows our present mills and supporting facilities at Fort William, Ontario. Buildings and other 
structures are in green, wood storage piles in yellow, railway lines and similar items in white. The area in the diagram 
amounts to about one-half of our 300 acres of mill site property so we have substantial scope available for further plant 
extension. The two principal items of plant are our newsprint mill, the largest single newsprint mill in eastern Canada, 
and our kraft pulp mill which began operation early in 1966. Our newsprint capacity in 1967 was rated at 422,956 tons a 
year and our kraft pulp mill has a capacity of 200,000 tons of bleached pulp a year. In total we have 60 buildings with 
a floor area of 21 acres and our wood storage piles can contain up to 190,000 cords of pulpwood in logs plus 80,000 
cords of chips, the latter being supply for our kraft pulp mill. We have 16 miles of railway track and 1,150 feet of shipping 
dock. On the diagram one can locate the chip storage pile and the chip silo shown in the front cover picture and described 
on the inside front cover. The map on the back cover shows the location of our mill site and adjoining forest areas in 


relation to our facilities for delivery of our products to customers by rail and by water. 
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The red block on the above map marks our mill site at Fort William, Ontario and 
our adjoining 13,700 square miles of forest areas which we hold under Ontario 
Government licence. In these areas we harvest our main supply of unsurpassed 
northern pulpwood which we bring to our mill by rail and by truck. We produce 
for sale newsprint paper and chemical pulps, both bleached and unbleached. Our 


mill location gives us ideal facilities for delivery of these products to customers. We 


are on two main transcontinental railway lines and our shipping dock on the 
Kaministikwia River gives us direct access to the St. Lawrence Seaway. From our 
dock we can deliver by water to all ports of the five Great Lakes, to U.S. Atlantic 
coast ports and to overseas destinations. We have shipped directly from our dock 


to Europe and to Australia. Our mill site is described on the inside of this cover. 
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Rec ord TOTAL SALES in the first six months of 1967 were at a new high of $35.1 
million versus $28.8 million in the same period of 1966, an increase of 22.2 
percent. These totals in each case are before adding U.S. dollar exchange 
premium which produced a profit of $2.7 million in the six months, an 
increase of $743,889 or 37.7 percent over the same period of 1966 due to 
our higher sales volume. Profit from operations increased by 13 percent 
from $7.9 million in 1966 to $9 million in 1967. Net profit of $2,127,882 

| in the six months was down 21.1 percent from $2,698,461 in the same 
period of 1966. es teas 


ADVERSE FACTORS were increases in depreciation and interest charges. 
These charges in the six months showed a combined increase of $2.3 
million or 93.9 percent. Other adverse factors were wage increases. 
and substantial general increases in the costs of materials and services. 


FAVORABLE FACTORS were the new highs in total dollar sales referred 
to above, and in tons shipped to customers. Chemical pulp shipments 
were up from 25,126 to 64,034 tons. Bleached kraft pulp shipments in 
1966 did not commence until May. Newsprint shipments of 187,472 tons 
showed little change. 


DIVIDENDS are being paid at the annual rate of $1.00 a share. In 1967 

to date three quarterly dividends of 25 cents a share have been paid, 

' these being No. 77 on January 3rd, No. 78 on April Ist and No. 79 on 
July 3rd. 


Continued on page 4 


SUMMARY OF RESULTS 


All Figures Subject to Audit and Adjustment at Year-End 


TONS SHIPPED TO CUSTOMERS: newsprint.................. 

chemical pulps.......77 73 

total tons... 254.25. 55a 
$$$ 
SALES 24s. gu cove Be ear 6.4 ae 

PROFIT FROM U.S. DOLLAR EXCHANGE.................--.4) 


COST OF SALES AND DELIVERY EXPENSE................... 
SELLING AND ADMINISTRATIVE EXPENSE...................) 


OPERATING PROFIT.......2..5..5:).5: J98 ee 
MISCELLANEOUS INCOME..............+0-.+. 1) ee 


BOND AND DEBENTURE INTEREST......................0-- 
PROVISION FOR DEPRECIATION... ...........-...- 0% 220s | 


NET PROFIT: TOTAL AMOUNT.................. 5.0 | 
PER SHARE: «.....0¢55sh.55 >) eee | 


CASH FLOW (including profit, depreciation and deferred incom 
1.) er Fo 
PER SHARE». i640 dw pst 0)s see tic 


FIXED ASSETS AT JUNE 30TH 
value of mill, equipment, properties, etc.......... 


ACCUMULATED DEPRECIATION.................5. 0.3 


» SECOND QUARTER 
3 Months: April, May, June 


1967 


100,453 
30,101 


130,554 


$18,250,660 
1,339,433 


19,590,093 


14,467,924 
504,385 


14,972,309 


4,617,784 
9,096 


4,626,880 


430,052 
1,950,000 


2,380,052 


2,246,828 
1,175,000 


1,071,828 
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1966 


102,099 
21,825 


123,924 


$16,833,160 
1,134,170 


17,967,330 


12,936,079 
465,298 


13,401,377 


4,565,953 
42,534 


4,608,487 


352,959 
1,145,000 


1,497,959 


3,110,528 
1,610,000 


1,500,528 
$0.42 
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THE YEAR TO DATE 
6 Months Ended June 30th 


1967 


187,472 
64,034 


251,506 


$35,129,445 
2,717,433 


37,846,878 


27,872,816 
979,593 


28,852,369 


8,994,509 
149,781 


9,144,290 


871,408 
3,900,000 


4,771,408 


4,372,882 
2,245,000 


2,127,882 
$0.59 


8,272,882 
$2.30 


117,339,940 
52,968,135 


1966 


189,289 
29,126 
214,415 


$28,757,668 
1,973,544 
30,731,212 


21,978,953 
795,697 
22,774,650 


7,956,562 
112,745 
8,069,307 


1,925,000 
2,460,846 


5,608,461 
2,910,000 


2,698,461 
$0.75 


7,033,461 
$2.09 


111,477,834 


45,682,461 


535,846 7 


Continued from page 1 


THE SECURITIES ACT 1966 


(Ontario) which came into force on May Ist 


1967 sets out the information that must be included in an interim finan- 
cial statement for a six month period. In addition to the Summary of 
Results on the inside pages the following is the required statement % 


Source and Application of Funds: 


SOURCE OF FUNDs: 1967 1966 
Net profit... } 0 eee $2,127,882 $ 2,698,461 
Depreciation .&. oat en ee ee 3,900,000 1,925,000 
Increase in deferred income taxes....... 2,245,000 2,910,000 
Proceeds of debenture issue. . 2,687,500 
Exercise of share options.............. 39,460 4,778 
Sale’ of' fixed assetsn.4 105: on eee 15,755 8,857 
8,328,097 10,234,596 
APPLICATION OF FUNDs: 
Expenditures on fixed assets........... 2,142,751 9,087,354 © 
Provision for sinking fund............. 1,051,000 1,051,000 
Dividends déclared...-... 72.5) eee 1,800,399 1,800,042 
Special refundable federal tax.......... 126,042 110,000 
5,120,192 12,048,396 
INCREASE OR DECREASE* IN WORKING 
GAPIPAL. 3... SARE aoe ee 3,207,905 1,813,800* . 
WORKING CAPITAL AT JUNE 30TH........ 9,324,255 6,685,268 
On behalf of the Board, 


Cc. J. W. FOX, president 


FORT WILLIAM, ONTARIO, AUGUST 2ND, 1967. 


